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EXTRACT
ENERGY AND JOBS: IMPLICATIONS FOR NON -WHITE AMERICANS

Recent analysis of the macroeconomic effects of alternate
energy prici ng scenarios shows that energy policies that allow
the price of domestic crude oil and natural gas to rise to market
levels has beneficial long-run employment effects . ! / A central
thesis that is the basis of these studies is closely related to
the "price" and "output" effects that are induced when the price
o f a commodity changes .

It may be argued that price controls on

c rude oil have disrupted the normal rationing function of the
market place by allowing users to consume larger quantities of
petroleum products than they would otherwise; while at the same
time, they have inhibited production by offering less than
adequate pricing incentives .

The net effect has been a decrease

in production of crude oil and natural gas, a worsening domestic
energy shortage and a consequent rise in oil imports .
In addition to the role that the price mechanism plays in
rationing goods and services, changes in output prices are also a
major factor that determined the extent to which factors of
production are employed.

v

In the case of energy, higher prices

for petroleum encourage the development of substitutes such
as nuclear power, shale oil, coal gasification , coal liquefaction
as well as such renewable sources as wind and solar energy .
These are the "substitution" effects of higher prices .

!/

"Energy and Jobs: A Long Run Analysis , " John Cogan, M. Bruce
Johnson and Michael P. Ward, Original Paper 3, International
Institute for Economic Research, p . 3-4. Also "The Effects
o f Decontrolling U. S. Crude Oil and Natural Gas Prices on
Employment , Output and Inflation: A further Analysis,"
Leonard Bower, Everson Hull and Brian Sullivan, API working
paper, March 24, 1977.
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Likewise, there is an "output or scale" effect that is
induced by changing the price of a commodity.

For example, as

the price of crude oil increases, those industries that intensively use oil products will experience a relative increase in
the price of their output, and hence, as consumers shift away
from these relatively expensive commodities the output of these
industries would tend to contract.

Both the substitution and

output effects combine to enhance economic efficiency within the
energy industries.
Moreover, the surge in domestic energy-related acti v ity that
is associated with higher energy prices creates jobs at home within the energy industries .

The efficiencies that result under the

"price rationing" approach raise the level of productivity amo ng
the energy industries.

As income and effective demand increase ,

new firms are attr acted to the producing areas in which incomes
are rising, thereby contributing to an expansion of economic
growth and to new employment opportunities in those industries.
Section II of this paper examines the role that technological
progress has played in raising man-hour productivity rates in t he
petroleum industry .

Section III analyzes the relationship between

changes in productivity and changes in wage rates in both the
petroleum and coal industries.

In Section IV, we show, using

the state of Texas as an example, the role that energy can play in
spurring employment opportunities in a producing area.

Section V

examines the employment and occupational outlook for r.on-whites

.

in the petroleum and coal industries, while Section VI examines
factors that influence the emplo yment and output effects of
non-conventional sources of energy.
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Conclusions
o

The petrolewn industry, because of its high capital
intensity, has a productivity rate that is substantially
higher than the average for all U.S. manufacturing industries.

The industry ranks highest in man-hour pro-

ductivity among industries that produce energy.

Man-hour

productivity rates in the petroleum industry for the
period 1958 to 1973 grew two and one-half times as
fast as those of both the coal industry as well as those
of all U.S. manufacturing.
o

Petroleum industry employment among production workers
grew at about the same pace (16-17 percent) as that of all
U.S. manufacturing industries over the period 1958 to
1977.

Since 1971, the peak production year for crude oil

and natural gas, petroleum industry employment has
increased by almost 60 percent as an increasing quantity
of resources is drawn into the search for and production
of crude oil and natural gas.
o

Petroleum industry wage rates are higher than those for
the average U.S. manufacturing worker; but considerably
lower than those of workers in the coal mining industry.
For example, in March, 1978, coal workers earned sa.38
per hour while petroleum industry workers earned $6 .3 8
per hour.

o

Employment effects of one form of energy over another are
difficult to measure.

The effects are widely diffused

and occur, in part, outside of the industry; while
"direct" employment effects may be measured we cannot
measure the "indirect" effects.
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o

High levels of productivity in the petroleum industr y raise
per capita incomes and effective demand which, in turn,
stimulate economic growth and employment opportunities.

o

Over 60 percent of the employees in the mining industry
are classified as blue collar workers.

While the

non-white labor force employed in all white-collar jobs
in the U.S. increased by 57 percent over the period 1974
to 1977, the increase in employment for non-whites in
blue-collar jobs was only 9.3 percent .
o

The employment status of non-whites in the petroleum and
coal industries is not clearly available from the data .
However, based on the national trend, it would be reasonable to conjecture that inroads made by non-whites into
the highly paid blue-collar work force of these two
industries was fairly insignificant.

o

If employment opportunities for non-whites are to improve
in the petroleum and coal industries, non-whites must
maintain the gains that were made over the last three
years in penetrating the white collar market.

In addition,

vocational and technical training must be acquired that
would aid in helping to penetrate the blue- collar market
of these industries.
o

The rate of adoption of nonconventional forms of energy
hinges on the prices of nonconventional energy sources
relative to the prices of fossil fuels.

Artificial price

restraints on crude oil and natural gas mitigate against
the adoption of renewable energy forms by prolonging the
period over which they are non-competitive.

